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“A Certain Rude Honesty”: John Bates Clark
as a Pioneering Neoclassical Economist
Thomas C. Leonard
John Bates Clark (1847–1938), the most eminent American economist
of a century ago, was, in his own day, caricatured as an apologist for
laissez-faire capitalism (Veblen 1908).1 The caricature has shown stay-
ing power, a measure, perhaps, of the relative paucity of scholarship on
Clark and his work. Recent Clark research signals a welcome attempt
at a more accurate portrait (Morgan 1994; Henry 1995; Persky 2000).
But some revisionists would remake Clark the apologist for capital into
Clark the Progressive exemplar. Robert Prasch (1998, 2000), for exam-
ple, depicts Clark as a Progressive paragon, which groups him with the
greatreformers of Progressive-Era polit ical economy—Social Gospel-
ers such as Richard T. Ely and his protégé John R. Commons, labor leg-
islation activists such as Clark’s junior colleague Henry Rogers Seager
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1.All successful caricatures contain an element of truth, and Clark surely invited contro-
versy when he argued t hatworkers paid t heir marginal productgetwhatt hey deserve. George
Stigler(1941,297)chargesthatClark’s“naiveproductivityethics”had“affordedsomegrounds
forthepopularandsuperﬁcialallegationthatneo-classicaleconomicswasessentiallyanapolo-
getic for the existing economic order,” making Clark “a made-to-order foil for the diatribes of
Veblen.” Joseph Schumpeter (1954, 869–70) likewise indicts Clark for permitting critics to as-
sociate marginalist thinking with “capital apologetics.” Joan Robinson (1962, 53) qualiﬁes as
one such critic, when she writes, “The whole point of utility was to justify laissez faire.”
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and Commons’s student John B. Andrews, and Fabian socialists such as
Sidney Webb.
This essay argues that John Bates Clark was neither a partisan of
Capital, as the caricature had it, nor a partisan of Labor, as were the
Progressives. Especially with respect to the leading issues of the day—
laborrelationsandtrustregulation—Clarkisbetterregardedasanascent
American neoclassical, that is, as a partisan of what came to be called ef-
ﬁciency. In particular, Clark celebrates the competitive markets his Pro-
gressive peers regard as morally and economically destructive. Clark ul-
timately judges market structures, market organizations (e.g., labor
unions), and regulation by their efﬁcacy in promoting competitive prices
and wages, which for Clark are what distributive justice requires.
First, a disclaimer. I consider only the mature Clark, deﬁned as his
work from the period when he consolidates his early marginal produc-
tivity statements into The Distribution of Wealth (1899) until the end of
his published research in economics, an interval that spans the Progres-
sive Era, from about 1890 to the outbreak of the First World War in the
summer of 1914.2 This emphasis, by design, leaves untouched a central
interest among Clark scholars: whether the younger Clark’s New Eng-
lander papers (gathered in The Philosophy of Wealth [1886]), with their
organicist and Social Christian sentiments, can be made coherent with
the mature Clark’s work, especially his strong defense in his magnum
opus (1899) of the marginal productivity theory of factor pricing and
distribution, and his famously controversial view that a Clarkian distri-
bution is necessarily just.3
We ﬁrstpresentClark’s t heory of wages and his view of legal min-
imum wages. Second, we take up Clark on labor arbitration and trade
2. In Clark’s development of marginal productivity theory, the major papers are “Capital
and Its Earnings” (1888) and “The Possibility of a Scientiﬁc Law of Wages” (1889), both pub-
lished in the Publications of the American Economic Association; “The Law of Wages and
Interest” (1890), published in the Annals of the American Academy of Political and Social Sci-
ence; and “Distribution as Determined by a Law of Rent” (1891), published in the Quarterly
JournalofEconomics.ThegermofClark’smarginalproductivityideasisvisiblefarearlierthan
in these well-developed statements, which form the backbone of his Distribution of Wealth.
3. For a view that there is indeed a “J. B. Clark problem,” see Tobin 1985. For an opposing
view, that the “two Clarks” can be reconciled, see Henry 1995. Some historians in the “two
Clarks” camp regard Clark as an apostate. In this view, the younger Clark’s Christian social-
ist leanings—fully commensurate with those of Richard T. Ely, for example—are wholly and
rapidly abandoned in the aftermath of the May 1886 Chicago Haymarket violence, a bloody
watershed in U.S. labor relations, and of the reaction to it. In this account, the inﬂection point in
Clark’s thought is marked byArthur T. Hadley’s post-Haymarket baiting of Clark for spreading
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unions. Clark on goods-market monopoly and trust regulation is third.
Fourth, given the distance between the American economy and Clark’s
idealized competitive model, I consider Clark’s policy positions in prac-
tice. Fifth is Progressive American political economy’s commitment to
social activism, as represented by the American Association for Labor
Legislation, an American Economic Association (AEA) offshoot. We
conclude with a summary appraisal of Clark’s Progressive and neoclas-
sical credentials.
1. “Footing in delusion”:
Clark’s Wage Theory and His
View of Legal Minimum Wages
Clark is best known for his marginal productivity theory of distribution,
which famously says that “the distribution of the income of society is
controlled by a natural law, and that this law, if it worked without fric-
tion,wouldgivetoeveryagentofproductiontheamountofwealthwhich
thatagentcreates”(1899,v).Labor’swage,whichClarkinterchangeably
calls “standard,” “normal,” “natural,” and “competitive,” is thus deter-
mined by the value of its marginal product (what Clark ordinarily terms
“speciﬁc product”).4 Clark conceives of dynamic changes (“frictions”)
as perturbations to the equilibrating forces of the static model. Dynamic
change brought on by technological innovation, for example, increases
labor productivity, so that wages lag for a time before rising toward the
new marginal product.
Clark’s essential statement on minimum wages is a short essay in the
AtlanticMonthly (1913).Although some have argued differently (Prasch
2000), Clark’s Atlantic Monthly article cannot accurately be read as a
defense of legal minimum wages. Clark certainly had a more nuanced
viewofwhenstate-determinedminimaarejustiﬁedthanthelaissez-faire
caricat ure permit s. Butitis difﬁcultt o read Clark’s essay as a defense of
minimum wages, still less to regard Clark’s position as similar to that of
Ely, Commons, Webb, or Seager.A synopsis helps show why.
4. Clark’s static model (1899, 56) explicitly holds constant population, capital, technology,
ﬁrm organization, and consumer demand. It also requires competition on the supply and de-
mandsidesofgoodsandfactormarkets,perfectlaborandcapitalmobility,andfullemployment
of factors. Clark’s marginal productivity theory is primarily a theory of labor (factor) demand
rather than of wage (factor price) determination. Wages are determinate only with a theory of
labor supply, which is mostly implicit in Clark (although see 1899, 90–94) and assumed to be
inﬁnitely elastic, so that the wage represents the marginal cost of labor to the ﬁrm.524 History of Political Economy 35:3 (2003)
Clark (1913) opposes minimum wages, and in pungentlanguage, ex-
cept for the case of workers accepting wages below their contribution to
output. Even for this one exception, Clark asserts that the “legitimacy of
sucha[minimumwage]policydependsontherateofpaythatthelawre-
quires” (292). In particular, he argues that legal minima should be set no
higher than labor’s marginal product. When ﬁxed above marginal prod-
uct, minimum wages are “risky” (297) at best, and “inhumane” (297)
should the state fail to provide the unprecedentedly “new and elaborate
system of [public] relief”(294) that will be required to “relieve the evil”
(293) of laws that “we can be sure, without further testing” (290) will
“sacrif[ice]...th el e s scapable” (297) and create a “helpless class” of
workers involuntarily “throw[n]...o u to femployment” (294).
Moreover, Clark argues, public employmentfor t hose disemployed
by legal minima “would departfrom all American precedent s,” and
would be opposed by organized labor (294). Even more seriously, pub-
lic employmentcan serve as an “emergency measure” (292) only, since
the only long-term hope for “rescuing the workers who lose their places
in consequence of the minimum-wage law” (297) lies in increased labor
productivity via technological progress.
Technological progress, Clark makes clear, comes uniquely from
competition. “The sole hope for the future comfort and modest luxury
for the working class,” he asserts, “is dependence on the law of survival
of productive methods and efﬁcient managers” (297). Concluding, Clark
sees a “certain grim humor” (296) in reformers, who denounce the law
of survival as “a particularly cruel feature of the competitive system”
(296), being obliged to “[resume] an orthodox attitude and appeal from
the state to a natural economic tendency, which they hope will turn the
tide of unplaced labor toward the private shops” (296).
In sum, then, Clark’s (1913) position on minimum wages is as fol-
lows: (1) binding minimum wages are a “grave danger” (297) and there-
fore legislation should be considered only in market circumstances
where workers are paid wages below marginal product; (2) decency re-
quires public relief for workers discharged by minimum wages, relief
that is politically unprecedented and that can reduce incentives to work;
(3) public relief for discharged workers is only a temporary palliative,
ultimately untenable, since, in the long run, wages can advance only
with increased productivity, which comes uniquely from the technolog-
ical progress induced by competition (Johnson 1938, 428).Leonard / Clark as a Pioneering Neoclassical Economist525
This is notmuch of a defense of minimum wages, and st ill less is it
a Progressive defense. Itsurely does notargue for t he conclusion t hat
“Clark...d i dn o tconsider the marginal product theory of wages to be a
tellingargumentagainstminimumwagelegislation”(Prasch2000,260).
Clark’s wage theory is precisely what leads him to reject binding le-
gal minima, granting an exception only where market circumstances do
not comport with the theory’s assumptions. Clark carefully explains to
the Atlantic reader why the marginal productivity of labor (“labor em-
ployed in connection with a ﬁxed amount of capital”) diminishes as the
number of workers increases (291). He regards it as a “basic fact” that
the “[wage] which can be paid is limited by the speciﬁc productivity
of labor” (292). Clark argues over and over again for the certainty that
workers will be disemployed by binding minimum wages, and that “the
highertheobligatoryrateofpay,thelargerwillbethenumberofpersons
remanded t o idleness” (292). Should minimum wages be setatt he level
someadvocatesweredemanding,roughlytendollarsperweek,itwould,
says Clark, “have an effect akin to that of a tornado or a Mexican revolu-
tiononthebusinessesimmediatelyaffected”(290).5Inninepages,Clark
again and again argues that minimum wages will idle workers, allocat-
ing two paragraphs to the narrow circumstances where minima could be
just iﬁed. Itis difﬁcultt o imagine Progressives such as Richard T. Ely or
John R. Commons or SidneyWebb or Henry Rogers Seager issuing such
a “defense” of minimum wages, and indeed they didn’t.
Clark’s position is non-Progressive in a threefold sense: (1) in its con-
spicuous echo of its late-classical, early-marginalist antecedents, (2) in
its marginal productivity theory of wage determination, and (3) in its
limited, market-failure-based rationale for policy intervention.6 First,
Clark’s minimum-wage argument echoes the late-classical, early-mar-
ginalistposition,whilesimultaneouslypresagingthefull-blownneoclas-
sical position. The late-classical argument goes as follows:
1. Deplore the conditions suffered by the working poor, especially
“sweated” workers;
5. Inﬂating using the urban consumer series of the Consumer Price Index, $10 per week in
1913 has purchasing power of approximately $173 per week in 2000. A ﬁfty-hour work week
thus implies an hourly wage of $3.46; a forty-hour week implies an hourly wage of $4.33.
6. The terms marginalist and marginalism are somewhat anachronistic here. According to
Howey 1973, the term marginalism was coined by John A. Hobson in 1914 to describe the
views of economists who endorsed both marginal utility and marginal productivity theories.
Hobson in 1909 used the term marginalists to apply to economists accepting marginal analysis.
“Marginalism,”saysHowey,wasusedinfrequentlyinthetwenty-ﬁveyearsfollowingHobson’s
coinage.526 History of Political Economy 35:3 (2003)
2. announce sympathy with well-intended attempts to assist them;
3. yetinsistt hatbinding minimum wages will do more harm t han
good (owing to disemployment) and that, perversely, the greatest
harm will come to the least productive;
4. insist further that public relief is morally demanded for those dis-
employed by minimum wages; and
5. worry about the perverse incentive effects upon current workers of
adequate public relief.
A long roster of prominent Anglo-American political economists offer
some variant of this argument in the Progressive Era, all of them instanc-
ing the most famous claim, that minimum wages disemploy workers.7
(For more on the history of minimum-wage economics, see Leonard
2000.)ThetemplatehereisJohnStuartMill’s(1848)discussionof“low-
wage remedies”—the very orthodoxy thatAmerican Progressive econo-
mists saw as the enemy, the “English” political economy that their inter-
ventionist and ethically minded economics meant to supplant.
There were theoretical changes in the sixty-ﬁve years that intervened
bet ween Mill and Clark, notleastt hatMill’s wages-fund accountwas re-
placed with a recognizably marginalist account. But Progressive critics
emphasizedthecontinuitiesofthought—disemploymenteffects, andthe
just-stand-there policy recommendation—and seized upon these simi-
laritiesinrejectingmarginalproductivitytheoryasoldlaissez-fairewine
in new marginalist bottles. “The [labor] problem will not approach so-
lution,” judged reformer A. B. Wolfe, “if left to a neo-classical theory
which in effect perpetuates the old laissez-faire, do-nothing negativism”
(“Some Phases” 1917, 275).
The second sense in which Clark is non-Progressive pertains to his
marginalist commitment. Progressive-Era U.S. political economy is the-
oreticallyeclectictobeginwith.Marginalistandhistoricistideascoexist,
sometimes in the same person, as they are not regarded as necessarily in-
compatible (Rutherford 1997; Morgan and Rutherford 1998). Theories
of wage determination are especially plural, with marginalist elements
only partly incorporated into textbook and journal presentations. Ely
and Wicker’s Elementary Principles of Economics, for example, offers
7.AmongthemareBonamyPrice(1879),HenrySidgwick(1886),WilliamSmart(1895),J.
Shield Nicholson (1896),Alfred Marshall (1897), H. B. Lees Smith (1907), Sidney J. Chapman
(1908), Arthur Cecil Pigou (1913), Philip H. Wicksteed (1913), J. Laurence Laughlin (1913),
David Kinley (1914), and Frank W. Taussig (1916).Leonard / Clark as a Pioneering Neoclassical Economist527
a quasi-bargaining theory of wage determination, arguing for a range of
indeterminacy. “Between the lower limit set by the standard of subsis-
tence or by the standard of life, and the upper limit, set by the value of
the laborer’s contribution to product, wages will ﬂuctuate according to
the relative bargaining strength of the two parties to the wage contract”
(1904, 27).8
The example of Clark’s Progressive colleague Henry Rogers Seager
is instructive here. In some places, Seager, like other reformers, argues
for minimum wages on grounds that they would end exploitation of es-
pecially vulnerable classes of workers. Butelsewhere, Seager argues—
using marginal reasoning—for higher minima on grounds that the very
same classes of workers would be expelled from the labor force. In later
editions of his successful textbook, for example, Seager endorses bind-
ing minima, while acknowledging they will tend to disemploy some
workers (e.g., Seager 1923, 615–16).9 What’s striking, and what imme-
diately distinguishes him from Clark, is that Seager tends to regard this
induced disemploymentas a social beneﬁt.
Seager (1913c, 82–83) regards competition as destructive when low
wages are caused by the labor-supply effects of “too many” low-produc-
tivity workers. In this view, it is not so much that workers are unfairly
paid wages below their marginal products, but that wages as determined
by the marginal products of the lowest-skill workers unfairly drag down
the wages of more deserving higher-productivity workers. Wage earn-
ers, says Seager (1913a, 12), need protection from the “wearing compe-
tition of the casual worker and the drifter.” SidneyWebb offers the same
view of low-skill workers, using the pejorative “parasite.” “Of all ways
of dealing with these unfortunate parasites,” Webb (1912, 992) argues,
8. Ely produced several textbooks. In the second edition of Introduction to Political Econ-
omy,ﬁrstpublishedin1889,Ely(1901,230)putsitasfollows:“Aproductivitytheoryofwages
has also found advocates, and this contains important elements of truth.As subsistence sets the
lowest possible limit [to wages], productivity in excess of cost sets the highest limit.” His Out-
lines of Economics was ﬁrst published in 1893. Three coauthors joined for the subsequent four
revised editions—Thomas S.Adams, Max O. Lorenz, andAllynA.Young. Outlines b e g a na sa
revision of Ely’s Introduction, but evolved into a distinct book. Ely describes Outlines as sys-
tematic and theoretical, and Introduction as historical and descriptive. The Introduction was
quite successful, in part because Ely sold the book at Chautauqua and other religious camps. It
didn’thurtsales when t he bishops of t he Met hodistEpiscopal Church made itrequired reading
for their preachers studying for the ministry (Ely 1901, vi).
9. Seager’s t extwas ﬁrstpublished in 1904 and called Introduction to Economics. With the
fourth edition (Seager 1913b), he changed the name to Principles of Economics. Subsequent
revisions to his Principles treat the 1913 edition as a “ﬁrst edition,” so that the 1917 and 1923
revisions of Principles are referred to as second and third editions, respectively.528 History of Political Economy 35:3 (2003)
“the most ruinous to the community is to allow them to unrestrainedly
compete as wage earners.”
Seager, Webb, and other Progressives thus object to the labor mar-
ket participation of undeserving, low-productivity workers, calling them
“unemployables” (Seager 1913c, 85) and “incapables,” to note some of
the gentler labels. The Orwellian term unemployable is deﬁned by Sea-
ger as referring t o all workers whose marginal productis insufﬁcientfor
a “living wage,” by which he means a wage sufﬁcientt o meetall living
expenses of a worker living independently. Webb (1912, 992) refers to
“unemployables” as “physical and moral weaklings” and “degenerates
[who] must somehow be maintained at the expense of other persons.”
By disemploying workers, minimum-wage legislation thus has the
virtue for Seager of identifying low-productivity workers, enabling the
state to segregate the “unemployables” outside the labor force: “The op-
eration of the minimum wage requirement would merely extend the def-
inition of defectives to embrace all individuals, who even after having
received special training, remain incapable of adequate self-support”
(Seager 1913a, 9).
Seager and Webb were not anomalous. Segregation theory—the no-
tion that society beneﬁts because labor legislation excludes economi-
cally marginal groups (rather than in spite of this fact)—was widespread
among Progressives. Progressives routinely argued that society is bet-
ter off when “unemployables” are removed from the labor force. Royal
Meeker, a Princeton Progressive appointed to be the third U.S. Commis-
sioner of Labor by Woodrow Wilson (himself a noted Progressive aca-
demic and former student then colleague of Richard T. Ely’s), makes the
same argument. The man who soon became the leading U.S. labor of-
ﬁcial goes so far as to reject the idea of subsidizing the wages of poor
workers because he prefers the disemployment a minimum wage would
induce—an efﬁcientmeans of culling outt he leastproduct ive workers
(Meeker 1910). A. B. Wolfe, another reformer, also promotes the
“virtues” of disemployment. “If the inefﬁcient entrepreneurs would be
eliminated [by minimum wages] so would the ineffective workers,” says
Wolfe. “I am not disposed to waste much sympathy with either class.
The elimination of the inefﬁcient is in line with our traditional empha-
sis on free competition, and also with the spirit and trend of modern
social economics....[These incompetents] are a burden upon society”
(“Some Phases” 1917, 278). And Paul Kellogg, editor of the Survey,a n
inﬂuential organ of Progressive ideas, proposes legislation that wouldLeonard / Clark as a Pioneering Neoclassical Economist529
deny new immigrants industrial employment (via a high minimum
wage),insteadquarantiningtheminopenfarmingcountryandvillages:
No corporation would hire Angelo Lucca and Alexis Spivak for $3
[per day] as long as they could get John Smith and Michael Murphy
and Carl Sneider for less. Itwould be t he int entand resultof such
legislation to exclude Lucca and Spivak and other “greeners” from
our congregate industries, which beckon to them now. (1913, 75)10
So even here, where Progressive economists make use of marginalist
reasoning—employment declines with binding legal minima—they do
so in a nonneoclassical way. The reason t hat“Seager did notconsider
the marginal product theory of wages to be a telling argument against
minimum wage legislation” (Prasch 2000, 260) is that Seager, unlike
Clark, regarded the disemployment of economically marginal workers
as a good thing. Clark (as did Alfred Marshall) takes the neoclassical
view t hatdisemploymentof poor workers is t he great estcostof mini-
mum wages, not a putative beneﬁt.
Regarding whatshould be done when t he “unemployable” were ac-
tually made unemployed by legal minimum wages, Progressive poli-
cies ranged from public assistance, to public employment, to training
and schooling, to relocation to rural areas, to labor camps (a.k.a. in-
dustrial colonies), to compulsory reproductive sterilization. Progressives
who advocate a eugenic solution to the problem of “too many work-
ers”—generally compulsory sterilization for “defectives”—include Sea-
ger (1913a), Webb (1912), and Meeker (1910). (On the relationship
between eugenic thought and American political economy in the Pro-
gressive Era, see Leonard 2003).
There is also nothing in Clark of nonmarginalist wage theories that
Progressives and other reformers advanced. There is, in particular, no
whiff of efﬁciency wages, an old idea in political economy, wherein
greater labor productivity is not a cause but an effect of higher wages.
High-wagetheorieswerepopularintheProgressiveEra;seeforexample,
10. Progressives deﬁned unemployables rather broadly. Arthur Holcombe, a Harvard aca-
demic and active minimum wager, refers approvingly to the racist intent of the minimum-wage
law in Victoria, Australia: “There was a further purpose to protect the white Australian’s stan-
dard of living from the invidious competition of the colored races, particularly of the Chinese”
(1912, 21). Florence Kelley, perhaps the most politically inﬂuential U.S. minimum wager, like-
wise says: “Minimum-wage laws were introduced intoAustralasia about eighteen years ago for
the purpose of redeeming the sweated trades [where]...w omen, children, and Chinese were
reducing all the employees to starvation by their unbridled competition” (1911, 304).530 History of Political Economy 35:3 (2003)
Brentano 1894. Webb (1912, 990) offers an efﬁciency-wage account in
the context of minimum wages: “if the employers paid more, the la-
bor would be worth more.”11 Frank Taussig’s 1916 article on minimum
wages, for example, feels compelled to consider efﬁciency-wage theory,
if only to largely dismiss it.
Nor does Clark consider “shock therapy” explanations, wherein slack
ﬁrms are induced to become more efﬁcient by the impetus of higher la-
bor costs from minimum wages. Webb, who is nothing if not theoreti-
cally ﬂexible, also proposes a shock-therapy rationale for higher minima
(1912, 985).12 Excepting wages below subsistence, Clark did not believe
that higher pay could induce greater labor productivity.13 “The question
ofrisingwages,”saysClark(1897,595),“isaquestionofincreasingpro-
ductive power on the worker’s part.”According toAlvin Johnson (1938,
428), a Clark st udentand founder and ﬁrstpresidentof t he New School,
Clark regarded high-wage theories as the intellectual equivalent of a per-
petual motion machine.
Clark’s cont roversial claim t hatmarginal productis whatlabor de-
serves obviously departs from the Progressive view. The difference be-
tween Clark and the Progressives is revealed in the practical question
of how to set the appropriate legal minimum. Minimum-wage advocates
believed that minimum wages should be determined not by the value
of a worker’s out putbutby t he worker’s costof living, t ypically some
form of a “living wage.” “Living wage” is a vague term, and meant dif-
ferent things to different advocates. State minimum-wage boards in the
teens routinely argued for minima sufﬁcient to enable a working woman
to live independently, that is, in her own quarters, not living at home
with a husband or parents or other family, and with the “necessary com-
forts of life” (see, for example, Evans 1915 and “Public Regulation”
1915). When considering male workers, a living wage was ordinarily
deﬁned to include support for several dependents, the so-called family
wage. Clark, in contrast, insists on marginal product, explicitly rejecting
a “living wage.” Employers, for Clark (1913, 293), owe poor workers
11.Although both make productivity endogenous, Progressive-Era efﬁciency-wage ac-
counts differ from today’s versions, which, among other things, assume maximization.
12. Clark (1913, 293) argues that higher wages will also mean higher output prices and
thus lower output quantity demanded, whereas Webb (1912, 990) is prepared to argue that
even with higher prices, “the community [consumers] would willingly pay much more for it,
and yetconsume as much or nearly as much of it , as itnow does.”
13.A number of economists countenanced, with Clark, legal minimum wages only in the
case of wages below product or below subsistence. David Kinley’s AEA presidential address
of December 1913 takes precisely this position (1914, 9). See also Chapman 1908.Leonard / Clark as a Pioneering Neoclassical Economist531
their contribution to output, not “the radical policy of...alife of mod-
estcomfort .”
More generally, Progressive-Era reformers are hostile to neoclassi-
cal accounts of wage determination because these “natural law” (Clark
1902, 566) explanations leave far less scope for state inﬂuence in labor
markets. Progressive economists, like their intellectual successors, the
institutionalists, commonly regarded wages as determined not by the
operation of natural laws—which might resist or at least mitigate the
effects of state regulation—but by “social norms and conventions that
changed(andcouldbechanged)overtime”(Rutherford1997,184).Nat-
ural-law explanations, in Clark’s day as before, clearly narrow the pros-
pects for reform, the very heart of the Progressive enterprise.
The third sense in which Clark’s position on legal minimum wages
is non-Progressive is its narrow conception of the circumstances under
which state interventions can be justiﬁed. Clark’s theory of wages de-
parts from the late-classical theory of wages in its more determinate
view of when wages and prices are socially good—competitive wages
and prices offer a normative benchmark by which marketand policy
outcomes can be judged. When wages are determined by labor produc-
tivity, as opposed to “ﬁxed” at something like subsistence by Malthu-
sian checks that make working-class fertility vary positively with wages,
then, at least in theory, there are better and worse outcomes for workers,
not merely outcomes. One can readily quarrel with Clark’s claim that a
Clarkian distribution is a just distribution, and many economists of the
era did just that—Veblen is only the most conspicuous interlocutor.14
Clark was unmoved. He persisted in his belief that wages equal to mar-
ginal productare socially bestand are fair, and, consequent ly, t hatany-
thing less was socially inferior and unfair to workers.Thus, for Clark, la-
bor markets are functioning imperfectly when workers are not paid their
marginal products, and it is this failure that opens the door for state in-
tervention.
So, if we may use an anachronistic term advisedly, Clark’s position
is that market failure justiﬁes state remedy. Workers are exploited only
when competitive conditions do not obtain.15 If the markets are com-
petitive, minimum wages are indefensible for Clark, since workers are
14. Clark was roundly and widely criticized for purportedly deriving a normative “ought”
from a positive “is” (see note 1). Frank Fetter, for example, calls Clark’s conclusion “a non-
sequitur” (“Control of Wealth” 1918, 233). See also Taussig 1912 and Carver 1901.
15.A number of Clark’s contemporaries argued that Clark’s marginal productivity theory of
wagesentailedtheexploitationofinframarginalworkers—thatis,ifallworkersarepaidawage532 History of Political Economy 35:3 (2003)
already getting what they deserve, and higher wages entail disemploy-
ment. Clark closely studied his era’s monopolies of capital and of labor,
and he well understood that his product-determines-pay theory holds
only“withlaborideallymobileandwithcompetitionideallyfree”(1902,
560). Competition, Clark (1903b, 600) argues, “has tended to give each
laborer whathe is personally wort h, and where ithas notact ually given
it, the reason has been that the natural tendency has been thwarted by
adverse inﬂuences.” And, while “there is a limit to the deviations from
the standard [wage],” all economic laws encounter “disturbances,” and
it is the economist’s duty, having determined the efﬁcient wage, to study
the “obstructions” that create deviations from it (1902, 560).
Clark’scarefulrecognitionof“adverseinﬂuences”and“disturbances”
and “obstructions” supports the view that Clark was more pragmatic
than dogmatic. But Clark’s emphasis is less the Progressive’s goal of
enhancing labor’s position per se, than it is, I suggest, an early, grop-
ing attempt to understand what happens to marginal productivity theory
when ideally competitive conditions are not present, and to suggest ten-
tative remedies. In this sense, Clark is grappling with the challenges that
markets increasingly characterized by trusts and by large labor unions
present for his greatest theoretical creation, marginal productivity the-
ory. Clark does not regard evidence of workers paid less than their mar-
ginal product as vitiating his marginal productivity theory of wages. But
he clearly regards t he marketforces t hatpush wages below productas
restricting or modifying its application.
Alvin Johnson (1938, 428) summarizes Clark’s narrow scope for legal
minimum wages compactly: “Raise wages if the laborer is being robbed
of the product economically imputable to his efforts. Raise wages if
a better fed, better housed, happier laborer will produce enough more
to justify the additional outlay on wages. Any other reason for raising
wages foots in delusion.”
What other evidence is there for my argument that Clark is more con-
cerned with ensuring competitive outcomes than with improving labor’s
position per se? I offer two arguments. First, because Clark’s ultimate
goal is wages equal to marginal product, for him the social value of
equaltothemarginalworker’smarginalproduct,then,givendiminishingmarginalproductivity,
the more productive “earlier” workers are being robbed of their greater individual output. Clark
replied that, for a class of homogenous workers, diminishing labor productivity results from a
ﬁxed capital stock, so that inframarginal workers are more productive not owing to greater
individual contribution, but to greater capital per worker. In The Distribution of Wealth, Clark
(1899, 321 n. 1) offered a three-page footnote dedicated to refuting von Thünen, who likely
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unions resides not in the bargaining power they offer workers per se, but
in the ability of unions to prevent unfair wages. To the extent that unions
have marketpower and force wages above whatis fair, Clark regards
them as socially detrimental. Indeed, Clark (1902, 1903b) advocates
labor arbitration largely because he believes that monopolistic unions
have, in collusion with the trusts, unfairly forced union wages above
marginal product, to the detriment of nonunion workers and the public
interest more generally.
Second, although Clark lacks a systematic marginalist explanation
of how wages can be below marginal product, his account is plausible
only when hiring ﬁrms have monopsony power. Clark does notpresent
a neoclassical monopsony story to explain wages below marginal prod-
uct. Economics would lack a full-blown monopsony account until Joan
Robinson’s(1933)landmarkdiagrammaticexposition,withthemarginal
labor costcurve above t he average labor costcurve. Nonet heless, Clark’s
accountnotonly implies monopsony; italso ordinarily invokes monop-
sony explicitly.We take up both of these arguments for Clark as partisan
of competition by examining Clark on unions and labor arbitration.
2. Clark on Unions and LaborArbitration
Clark’s “Monopoly and the Struggles of Classes” (1903b) announces
plainly his concern and regard for the ordinary worker, while empha-
sizing his opposition to organized labor with monopoly power. “Radi-
cal socialism,” Clark (1903b, 603) says dryly, “has been deﬁned by one
of its leaders as ‘the political economy of the suffering classes,’but that
doesnotnecessarilymeanthepoliticaleconomyoftheworkingclasses.”
Why? Because, according to Clark (1902, 565), monopoly unions are
nothing more than “the quasi-robbery of one part of the working class
by another.”
Clark (1903b, 600) takes another rhetorical swipe: “When the ene-
mies of the present order gleefully remark the departure of competition,
they in reality pay to it a posthumous tribute. ‘Now that it has gone,’they
say,‘thesocialstateisbecomingtoobadtobeendured.Ergosocialism.’”
Clark then returns to the theme that competition tends to award labor its
marginal product:
There is now little disposition to deny that the neck-and-neck rivalry
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production,whichisthesamethingasmakinglaborfruitful....I th a s
worked, moreover, with a certain rude honesty—though not everyone
will admit this—since it has tended to give each laborer what he is
personally worth. (600)
and,
So much of fairness is there in the more general results of free compe-
tition.Actual wages vary now more and now less from this ideal stan-
dard, but deep acting inﬂuences cause them to hover about it. (1902,
558)
Also characteristically, Clark (1903b, 600) is careful to recognize limits
ofthetheory’sapplication:“Competitionhasneverworkedinaperfectly
free and unhindered way; butso far as ithas worked, ithas t ended t o-
wards wealth, progress and a rude approach to honesty in the sharing of
the fruits of progress.”
Having celebrated competition, and having agreed that “a system of
business founded on private monopoly is intolerable” (1903b, 600),
Clark(1903b,608)arguesthatmonopolyunionswouldlikelyopposeso-
cialism because their current “monopoly is more proﬁtable than democ-
racy,” and “socialism is nothing if not ultra-democratic.” Would it not
require, Clark asks rhetorically, a heroic altruism for the union man to
say “yes” to the questions, “‘Will you share your gains with the mass of
more needy men? Will you make common cause with the cheap labor
which immigration has given us in abundance?” (608).16
Clark proceeds to argue that unions with market power are monopo-
lists. As such they “cause some workingmen to thrive partly at the ex-
pense of others” (603; emphasis in original). “The opposition of interest
between labor in a unionized trade and other labor is irrepressible,” says
Clark, “and does not by any means conﬁne itself to cases in which free
laborerstakestrikers’places”(605).Monopolytradeunions“willdisturb
the natural law of wages in a new and disastrous way” (1902, 566) and,
Clark (1903b, 603) argues, are “contrary not only to the public interest,
but to the interest of the remainder of the working class itself.”
So Clark neither supports nor opposes unions as a matter of principle.
Clark regards unions instrumentally: socially beneﬁcial when they pro-
mote competitive wages, thereby securing for labor a fair wage (1913,
292), and socially detrimental when they acquire, via closed-shop or
closed-union exclusion of other workers, monopoly power. Unions with
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monopolypower,especiallywhenalliedwithmonopolycapital,unfairly
increase union wages (and consumer prices) and, moreover, accomplish
this only by reducing the wages and employment of nonunion workers.
It is this market failure, in part, that leads Clark (1903b, 605) to sup-
port state-sponsored—though not compulsory—labor arbitration. Clark
intervenes not to defend trade unions but to defend competitive wages
for all workers.17
Clark’s opposition to monopoly unions is neoclassical in spirit.Amer-
ican welfare economics is still in utero at this time, and Clark does not
conceive of allocational efﬁciency in the sense of maximizing the sum
of consumer and producer surplus. Butneit her is Clark’s advocacy of
competitive wages argued on grounds of fairness alone. Clark objects to
monopoly labor because it reduces output. Monopoly unions create ad-
verse employment and wage effects for nonunion workers, and restric-
tive hiring enables monopoly ﬁrms to restrict output and charge con-
sumers supracompetitive prices (1903a, 139).18
Clark’s accountis decidedly non-Progressive in emphasizing t hat
unionscanbemonopolies,andthatunions’monopolypowerhasitsbasis
in the entry barriers of closed-shop and closed-union exclusion. Progres-
sives, in contrast, were loath to treat monopoly labor and monopoly cap-
ital symmetrically. They regarded big unions as usefully countervailing
the trusts’ economic and political power, rather than as worsening mo-
nopoly with still more monopoly. Progressives also generally defended
unions’ restrictive hiring practices, on lump-of-labor grounds. John R.
Commons (1932, 685), for example, argued that “although opponents
charge that they aim to restrict output, many union policies are designed
to ration among the members the limited amount of work. Most restric-
tive union rules look toward the elimination of job scarcity and the cre-
ation of job opportunity and security of tenure.”
17. Organized labor, especially Samuel Gompers of the AFL, routinely opposed arbitra-
tion legislation. Clark (1904, 84) read organized labor’s opposition as evidence of union wages
above marginal product: “A [monopolistic] union fears that it might get less by arbitration than
it can get without it.” Isaac M. Rubinow, the brilliant physician turned statistician and social-
ist reformer, agreed: “With certain reservations it is largely true that compulsory arbitration,
or any approach to it, often is due to the desire to nullify the strength of the organized labor
movement” (“Public Regulation” 1915, 287).
18. Clark (1914, 8) appeals to allocational efﬁciency indirectly: “While it is clearly wrong
foronepartytoplunderanother,itisalmostasclearlywrongforonepartytoreducethegeneral
income and so, in a sense, rob everybody.A party that should systematically hinder production
and reduce its fruits would rob a myriad of honest laborers who are ill prepared to stand this
loss.”536 History of Political Economy 35:3 (2003)
Clark’s nuanced view of the competing rights of union workers to
strike and of independent workers to work also points to his priority of
competitive wages over labor’s position per se. Clark (1902, 556) de-
plores union violence againstreplacementworkers as “obvious deﬁance
of the law” and reserves special scorn for craven politicians who refuse
to protect the legal right of independent workers to work, turning a blind
eye to union intimidation.19
Clark recognizes that a union’s ability to strike is its ultimate bargain-
ingweapon,andhevigorouslydefendsthelegalrighttostrike.ButClark
denies union workers a permanent property right over their jobs—a cir-
cumstance that he regards as anarchic (1902, 556). Instead, Clark pro-
poses,letstrikingworkersholdvacatedjobs,butonlycontingentontheir
willingness to accept fair wages as determined by a court of arbitration.
“If the strikers demand more than is fair, announce a fair rate and let
them have the option of taking it. If they reject this, open the ﬁeld to
anyone who will come into it and work” (1902, 557). If unions have a
right to strike contingent on accepting fair wages, so would ﬁrms have
a right to break strikes, but for strike breaking’s tendency to undermine
fair wages. Clark asks, “Why is there any injustice done by the freest
possible strike breaking? Why should we not bring men from any sec-
tion of the country to ﬁll places that stand vacant because of the strike?”
Clark’s answer again makes recourse to market failure: “If there is any
sound reason for objecting to this, it is because there is a fair standard of
wages, and strike breaking might force the actual pay of workmen below
that standard” (1902, 558).
Clark’s consistent theme is that workers are entitled to their share of
product and no more. His position on trade unions and labor arbitra-
tion follows straightforwardly from the application of this guiding prin-
ciple. Unions are socially useful insofar as they work to promote fair
wages, and they are socially detrimental when they acquire the market
power to get more than fair wages. The freest possible strike-breaking is
objectionable only to the extent that it promotes unfair wages, and the
striking union’s claim on vacated jobs ends the moment they refuse fair
wages.Relativebargainingstrength,likelabororganizationsthemselves,
matters for Clark only insofar as it works to promote (or to undermine)
fair wages and prices.
19. “The non-union man who is on the point of accepting the job that is offered to him
ﬁnds presented to him such encouragers of hesitancy as boycotts and personal abuse, followed,
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Clark’s dilemma—how to “concede to unions all that they can gain
without becoming monopolies...[while] deny[ing] to them whatever
can be had only through the principle of exclusion and extortion” (1902,
565)—arises because he lacks a theoretically consistent account of how
wagescanfallbelowproduct.Clark’sviewofmarketfailurearisingfrom
marketpower is developed largely on t he supply side, where he offers
a very subtle account of monopoly pricing power. Clark clearly recog-
nizes the importance of competition among buyers, but he has only the
sketchiest treatment of monopsony.20
With respect to goods-market monopolies, Clark’s goal is to get econ-
omies of scale while avoiding market power (see the regulation-of-trusts
discussion, in section 3 below). Clark thus emphasizes the virtues of
what he called “potential competition,” the threat of entry from sell-
ers currently outside the market in disciplining the pricing power of in-
cumbents. He applies the potential-competition logic of free entry and
nonexclusive dealings to monopoly unions in a limited way. Trade
unions, Clark (1902, 566) contends, should be made open to all “work-
ers competent to practice the craft.” He even goes so far as to warn that
“a genuine proletariat, living on the brink of starvation, is the natural
result of allowing many trades, after completing their organizations and
extending them over the whole country, to put arbitrary limits on the
number of men who are allowed to learn and practice the crafts” (566).
ButClark does nott reatgoods and labor market s symmet rically. In
particular, he does not fully pursue his logic of potential competition in
labor markets. Monopoly unions, like monopoly trusts, have their pric-
ing power checked by potential competitors—socially good (1907, 487–
88). But too much competition—“the smallest amounts that would be
20. Monopsony was a hard problem, as illustrated by the example of Paul Douglas, con-
sidered by some to be the preeminent labor economist of the ﬁrst half of the twentieth century.
Douglas’s monumental Theory of Wages (1934) has no systematic theoretical accounting for
wages differing from marginal product. Douglas was a student of Clark’s and of Seager’s, and
perhaps reﬂecting the dual inﬂuence of his two teachers, was both a thoroughgoing marginal-
istand a reform-minded advocat e. Douglas’s marginalistcredent ials are impeccable: he was a
leadingﬁgureinindustrialrelations,aﬁeldthendominatedbyinstitutionalistandotherreform-
minded thinkers, who were then (and for many years thereafter) indifferent or hostile to the
marginal productivity theory of income distribution, the very theory the Cobb-Douglas pro-
duction function was designed to empirically buttress. Douglas did not believe that workers are
always paid their marginal product. To the contrary, he carefully and evenhandedly scrutinized
the accuracy of the theory’s assumptions (1934, 68–94). But like Clark, Douglas regarded ad-
mittedly unrealistic assumptions as modifying rather than vitiating the application of marginal
productivity theory, even as Douglas lacked, more than twenty years after Clark (1913), and
contemporaneously with Robinson (1933), a theory that could systematically account for the
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accepted by destitute men” (1902, 567)—can lead to wages below mar-
ginal product: socially bad. Unfair wages result not solely from too little
competition on the demand side, but also from too much competition on
the supply side.
Clark’s accountof wages below marginal productgoes as follows:
hiring ﬁrms exploit the unemployed, who, made desperate by hunger,
acceptunfair wages. If t here is a permanentreserve force of desperat e
unemployed workers, they can continually be rotated into the factories
(1913, 292), and “if the employment of these men displaces others who
were better paid, the newly displaced may go through a similar disci-
pline” (1902, 561). This rotation account can be interpreted as a Pro-
gressive take on the way in which competition is destructive, continually
driving wages below marginal product.
A neoclassical query—what prevents exploited workers from seeking
employmentatrival ﬁrms who should be happy t o pay a wage closer t o
their marginal product?—suggests an alternative reading. Clark (1902,
562) believed that if an employer “must hire on their terms men who
have other employments open to them, he must pay something that is
near to the natural rate of wages.” And, intriguingly, Clark’s rotation
story nearly always invokes monopsony, arising from the company town
or from the effective monopsony caused by labor immobility. The ac-
countin Clark 1902, for example, makes use of company-t own monop-
sony: “With one corporation owning the industrial capital of a village,
and with labor unorganized, the men may compete with each other for
employment, while the capital cannot compete with itself, but acts as
a local monopoly” (561). (Clark here uses monopoly to also refer to
buyer’s monopoly.) Clark’s The Problem of Monopoly (1904) also uses
the company-town scenario in setting out the rotation account. Clark is
also alert to the monopsony effects created when workers are immobile.
“There is, in fact,” he says, “always a trace of monopoly in the condition
of an industry to which labor and capital tend to move, but cannot move
with absolute freedom” (1899, 78).
Because of its ambiguity, both Progressive and neoclassical readings
of Clark’s explanation of wages below marginal product are defensible.
But it is well to remember that, nearly everywhere else—with numb-
ing repetition—Clark (1897, 595) insists upon the “momentous propo-
sition” that competition gives labor a fair wage (and consumers a fair
price), while impediments to competition are what prevent fair wages. If
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sometimes fails to do its work. Upon the obstacles in the way of compe-
tition, not upon competition, are we prepared to charge the dishonesty
that attends modern industry” (595).
In any event, neither reading of Clark’s rotation story is sufﬁcient to
relocate Clark among his Progressive contemporaries, who mostly op-
posed Clark’s willingness to push marginal analysis into labor markets.
The ﬁeld of industrial relations remained a stronghold of institutionalist
thought (intellectually descended from the Progressives) until well past
mid-century (Freeman 1989, chap. 16).
Because Clark’s emphasis on the virtues of competition distinguishes
him from most Progressives, and because there are quite different mean-
ings of the term at the beginning of the twentieth century, we should
brieﬂy sort out the competing senses of the term before proceeding to
the next section (see Morgan 1993 for a more expansive sorting out).
Clark uses the term competition in atleastﬁve senses, mostprominent ly
to mean rivalry among sellers, on the basis of price, to serve consumers.
“Competition is called a war,” says Clark (1897, 593), “but it is a ri-
valry in serving the public.” Competition for consumers has the para-
mount virtue for Clark, in a static setting, of forcing prices toward their
“natural”or“normal”or“standard”levels—allsynonymsforacompeti-
tive price—which is also the just price for Clark.21 In a dynamic setting,
competition among rival producers drives them to make technological
advances, which, in turn, increase labor productivity and (eventually)
workers’wages,evenwhileloweringtotalcosts.Dynamiccompetitionis
rivalry that continually pushes costs lower—call this dynamic efﬁciency.
Static competition is rivalry that pushes output prices toward cost.
Clark also uses competition in a third sense: latent or potential com-
petition, as distinct from actual competition. Here, the threat of entry by
potential entrants disciplines the incumbent to price at or close to the
competitive price, and thereby helps prevent monopoly pricing.
The fourth sense in which Clark uses the term is “destructive com-
petition.” These are the anticompetitive practices of trusts with monop-
oly power—especially predatory pricing and exclusionary contracts—
also called “unfair” competition and “foul play” by Clark. Clark refers
here to monopoly tactics that reduce price competition, by undermining
21. Present-day neoclassical economists use the term competition to denote market con-
ditions under which maximizing buyers and sellers behave as price takers. With no missing
markets, this is sufﬁcient to ensure efﬁcient wages and prices. Collusion is desirable to agents
but precluded by the (known) fact that no sustainable coalition of sellers (or buyers) can control
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current competitors (predatory pricing) or potential competitors (exclu-
sionary contracts). These four uses of the term are neoclassical in spirit.
Price and latent competition promote competitive pricing, and dynamic
competition promotes productivity gains, which enable lower costs and
higher wages.
Clark does not name his ﬁfth sense of the term—the rotation pro-
cess by which the hunger-disciplined unemployed accept unfair wages.
Progressives sometimes use the term destructive competition to refer to
the way in which the unemployed compete with employed workers, al-
though,aswehaveseen,theclassofworkerstheydeem“unemployable”
extended well beyond the unemployed.
Political economists of Clark’s day use competition to refer to phe-
nomenaotherthantheﬁvevarietiesofthetermthatthematureClarkem-
ployed. There is, sixth, wasteful competition, which refers to an inefﬁ-
ciently high number of ﬁrms in an industry seen as a natural monopoly,
such as railroads.
There is, seventh, competition used in the sense of the “competitive
system,” a loose synonym for private enterprise or capitalism and an an-
tonym for state-managed capitalism or state ownership of capital. Com-
petition in this sense does not refer to market structure, or to price ri-
valry, or to dynamic efﬁciency, or to inefﬁciencies of small scale, but to
the very idea of private enterprise.
Eighth, competition is sometimes employed as a disapproving term
for sharp business practices, from cutthroat competition to fraud and
coercion. American reformers applied this eighth sense of the term to
their view of how market forces compel ethically minded businessmen
to compromise their morals. The Progressive’s parable of the “twentieth
man” exempliﬁed this view: one unscrupulous operator pays excessively
low wages, which compels the nineteen others, all good Christians who
would otherwise prefer to share more with their workers, to meet his
lower price, thereby lowering the “ethical plane” (Adams 1887, 39–47).
The “younger” Clark himself made recourse to this story.
A ninth sense uses competition to name a zero-sum process of Dar-
winian struggle, wherein social evolution is brought about by a selection
process—“natural” in the case of conservative Social Darwinians such
asWilliamGrahamSumner,and“rational”(i.e.,stateguided)inthecase
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3. Monopoly Capital: Clark on
the Regulation of Trusts
The importance to Clark of competition in promoting natural wages and
prices is made still clearer when we consider him on the regulation of
trusts.22 Clark offers a very modern take on the costs and beneﬁts of mo-
nopoly. He does not regard trusts as per se contrary to the public interest.
Trusts are dangerous, Clark says, only when they behave monopolisti-
cally.23 Clark wants to secure the production efﬁciencies associated with
large-scale operations (his term, typical of the era, is centralization), but
without the supranormal prices and job losses of restricted output, so he
is at pains to distinguish ﬁrm size and pricing power.
Clark’suniquetheoreticalcontributionistosuggestthatasingleseller
can be deterred from monopoly pricing when the threat of entrants dis-
ciplines the incumbent monopolist to price reasonably competitively.24
Three generations before the advent of Chicago-school antitrust theory,
Clark suggests that the absence of entry can be seen not as a threat to
competitive pricing, but as evidence of it.
What Clark objects to, and in that objection ﬁnds a role for policy, are
anticompetitivepractices,extensionsofmonopolypowerthatreducethe
competition provided by existing or potential rivals. Clark (1900a, 51)
22. The term trust is generally taken to subsume both integrated corporations and loose
combinations of ﬁrms attempting cartel behavior.
23. Notwithstanding the central economic importance of industrial combination to the era,
American political economy in the 1890s and thereafter was highly and unpredictably eclectic
on trust policy. Some observers attribute economists’relative coolness to concerns about trusts
during the Sherman-Act era as a lack of sophistication about monopoly (Stigler 1982); others
arguethatthisreadingisexcessivelyWhiggish(Mayhew1998).Myownviewisthatmonopoly
regulation was a complex problem, as it remains today. A simple answer to the question, “Are
the trusts desirable?” requires attending to multiple and interlocking ﬁelds in political econ-
omy. There is the difﬁcult matter of the trade-off between the beneﬁts of economies of scale
and the costs of restricting output. There is the question of whether monopolistic or competi-
tive structures are more innovative, and of which structure is more likely to raise wages. There
are also principal-agent problems: many combinations gave investors nonvoting stock in the
combination, leaving great latitude to the trust’s management. Other matters arise: do the trusts
have excessive polit ical inﬂuence, and whatrole do importbarriers play in t heir success? And
which of several possible forms of state regulation, if any, is best, particularly when price and
structural remedies can backﬁre with natural monopoly? Arthur T. Hadley (1907, 382), a so-
phisticated student of the problem, says, “The ﬁeld covered by these [problems] is so wide it
is impossible properly to examine the evidence within the limits of this [single] article.”
24. Clarkhereoffersanearlyversionof1980scontestable-markettheory,asnotedbyBack-
house (1990, 83 n. 14) and Prasch (2000). Clark (1900a, 50) even worries that while potential
entrants may discipline the incumbent to lower prices, the monopolist with economies of scale
may be able to adopt a limit-pricing strategy, setting prices just low enough to deter entry, al-
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instances predatory pricing and exclusionary contracts as anticompeti-
tive practices that should be regarded as illegal restraints of trade:
If the [trust] should not be allowed to do these abnormal things, the
new competitor would be safe [to enter the market]. He would ap-
pear promptly, whenever proﬁts should become high enough to call
for him. The possibility of his coming would hold prices at a natural
level. The trust would beneﬁt the people by its economies, and would
not trouble them by exactions.
Clark’s trust policy provides a striking illustration of his characteris-
tic view of competition, and of both the rationale for and scope of in-
tervention. First, Clark makes potential competition—the “natural way”
(1900a, 52)—the best solution to monopoly pricing power. Second,
Clark considers policy intervention only in the event of market failure,
which for him is due to monopoly, not to competition. Clark’s analysis
is subt le when itargues t hata single seller need notent ail marketfailure,
particularly if there are compensating economies of scale or if the mo-
nopolist’s market is contestable by potential competitors. Third, Clark’s
preferred policy—ban anticompetitive practices like predatory pricing
and exclusionary contracts—is comparatively modest in scope.
Many Progressives saw industrial bigness (not to be confused with
monopoly power, which bigness may or may notent ail) as per se objec-
tionable, a populist strain of antitrust. More sophisticated Progressive
economists pointed to the compensating virtues of economies of scale.
Henry C. Adams’s (1887) brilliantmonograph, which argues for int er-
vention in the case of natural monopoly, offers a ﬁne illustration. Even
with respect to sophisticated Progressives, Clark is more neoclassical, in
theory and in policy.
First, Clark argues, as he did in the context of labor markets, that
monopoly adversely affects wages and employment. Clark (1900a, 48)
identiﬁes his opponents when he states:
There are two small classes of people who are predisposed to favor
trusts, even though they shall prove to be real monopolies. There are,
ﬁrst, the revolutionary classes—socialists, anarchists, communists,
and the like; and secondly, the workmen in a few highly organized
trades, who have some inclination to favor those trusts which will ex-
act high prices from the purchasing public, and share with their work-
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The Fabian socialists offer an example of what Clark had in mind. The
Fabians regarded competition as wasteful “higgling” of the market. Mo-
nopoly was seen as superior not in spite of monopoly proﬁt, but because
of it.25 Fabians saw monopoly as leading to higher wages, whereas Clark
isemphaticthatreducedoutput“hastheeffectofdepressingwagesinthe
general ﬁeld.” Trusts cannot become successful monopolies, says Clark,
“without reducing the real wages of men outside its own employment”
(1903b, 603).
Second, Clark argues that monopoly, both private and public, is
less innovative than competition, which is more dynamically efﬁcient.
Thus Clark (1914, 30) opposes widespread state ownership of ﬁrms, on
grounds that it will undermine “the life and vigor which competition [in
the dynamic sense] guarantees.”26 Clark says plainly:
Technical progress...i sth esole condition of a sound hope for the
future of the wage-earner. It will be as necessary under Socialism as
under t he presentsyst em; butunder Socialism itwill be difﬁcultt o
get. In so far as it is possible to judge, it depends on the preservation
of normal competition in the general economic ﬁeld. (31–32)
Clark departs from the Progressives in a third sense when he argues
that monopoly pricing is best regulated by potential competition. Few
Progressives shared Clark’s view that potential competition was the best
means of regulating monopoly incumbents. Henry C.Adams (1887), for
example, argues that the cost efﬁciencies of natural monopoly cannot be
realized without active state regulation.27
Clark rejects price regulation on two grounds: (1) ofﬁcial corruption
is hard to avoid, and (2) it is too difﬁcult to determine competitive prices
in monopoly markets. Clark understands the virtues of economies of
scale; he even imagines one huge ﬁrm in each industry as theoretically
ideal. But Clark is skeptical that his necessary condition—the ﬁrm be
“compelled to give the public the full beneﬁt of that economy” (1900b,
25. For a Fabian view of trusts and monopoly and collectivization, see Macrosty 1901.
26. (Public) monopoly’s innovative weakness, its inability to advance productivity, leads
Clark (1900a, 50) to predict that “the results of [any] experiment [in socialism] will cause it to
berejectedboththereandelsewhere.”Clark’santitrustviewrejectsapolicyofwidespreadstate
ownership of trusts, although he is, if only in private correspondence, a bit warmer to the idea
of municipal ownership of utilities, which were regarded as natural monopolies (see Dorfman
1949, 201–2).
27. See, however, Persky 2000, 104, which suggests that Ely was willing to entertain po-
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186; emphasis in original)—can be met via price regulation, given the
likely problems with regulator corruption and the challenge of determin-
ing a competitive price in a monopolistic industry.
Clark is also skeptical about the efﬁcacy of the structural remedies
(breaking up a monopoly or large ﬁrm), which came to be character-
istic of antitrust policy. Breaking up such businesses, while promoting
competition, may tempt formerly united competitors to collude (1900b,
188), and italso reduces scale economies, so itis less efﬁcacious t han
functioning potential competition (188).28
Inrejectingpriceregulation,structuralremedies,andwidespreadstate
ownership, Clark argues that policy should “give to potential competi-
tion greater effectiveness” (190). In regarding competition as a virtue,
notas a liabilit y, in seeing monopoly marketfailure as a funct ion notof
market structure but of restricted output, in seeing monopoly as neces-
sarily injuring consumers and workers outside the monopoly, and in ar-
guing that (private and public) monopoly is the inferior innovator, Clark
clearly departs from his Progressive peers.
4. Clark’s Policy in Practice
Clark’s neoclassical theory of policy is clear: market failure justiﬁes in-
tervention. But how, in policy practice, did Clark apply it? Did Clark
regard real marketfailures arising from dynamic change as requiring
permanent and extensive policy intervention, so that regulation effec-
tivelysupplantsmarketsasthemeanstocompetitiveprices?Someschol-
ars take just this position. Michael Perelman (1994), for example, goes
so far as to call Clark a “corporatist.”29 Or did Clark think that even
dynamically changing markets still adequately approximated the com-
petitive outcomes of his static model, so that any market failures were
28. Clark (1900b, 188) suggests that the monopoly trusts’pricing power might be remedied
by abolishing tariffs: “We might in this way appeal to the foreign producer to become the pro-
tectoroftheAmericanconsumer.Thereisnodenyingtheefﬁcacyofsuchameasure....T rusts
have very little power in free-trade countries.” Clark’s recommendation of greater competition
as a remedy for monopoly pricing, and his efﬁciency-minded concern for consumers, are de-
cidedly un-Progressive notions.
29. Perelman (1994, 194) argues that Clark, despite “his advocacy of abstract laissez-faire
theory...w a sasolid corporatist in his policy recommendations.” By “corporatist,” Perelman
means one who believes that “competition [is] a primary source of inefﬁciency, rather than
a panacea for all social ills,” and that “the economy as a whole would be more efﬁcient if
business were free to form trusts, cartels and monopolies” (194). A corporatist advocates a
kind of managed capitalism—coordinated economic planning by leaders of large corporations,
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better treated with more limited policy responses? I will argue for a po-
sition closer to the latter. But any conclusion regarding Clark on policy
practice must acknowledge several caveats. First, Clark was a theorist;
his commentary on economic events is largely directed to theoretical il-
lustration. He does not seriously attempt a measure of how far the real
economy departs from his ideally competitive model. Second, Clark
never realized a truly dynamic theory—the place in his scheme where
all departures from competitive pricing occur—nor was he able to fully
integrate his dynamic and static theories.30 Third, Clark stopped pub-
lishing economics before the effects of most (U.S.) Progressive-Era la-
bor legislation could be evaluated.31 Thatsaid, Clark cannotbe seen as
a corporatist; he is no advocate of a state-managed economy.32
With respect to output markets, Clark’s policy position clearly resides
in the limited-response category. If anything, Clark is even more re-
strainedthanhisneoclassicalsuccessors.33Onewriter,usingananachro-
nism, claims that Clark “acknowledged that the economic system had
evolved so as to largely suspend perfect competition” (Prasch 2000,
30. Clark’s Essentials of Economic Theory (1907) represents his attempt at dynamics. John
Maurice Clark (1968, 506) characterizes his father’s conception of dynamics as comparative
statics more than a true dynamics. Clark himself (1907, v) did not think that his Essentials was
an adequate treatment of economic dynamics.
31. For example, Massachusetts passed the ﬁrst U.S. minimum-wage law in 1912, but the
minimum wage did nott ake effectunt il 15August1914.
32. Perelman may be led astray by the fact that Clark made an antitrust-policy exception for
the railroads, a common carrier. Perelman argues that experience with railroad economics led
American economists from Henry C.Adams to Clark toArthurT. Hadley to reject free markets
in favor of corporatism. Both Adams (1887) and Hadley (1907), political opposites, agreed
that in industries (like railroads) with high ﬁxed costs, marginal-cost pricing, as induced by
price competition, was wasteful. So, competition—in the sense of “wasteful competition,” an
inefﬁcientlyhighnumberofﬁrmsinanindustryseenasanaturalmonopoly—isinefﬁcient.But
it does not follow that competition—in the sense of a system of private enterprise—is thereby
rejected in favor of a system of corporatist administration. It is no surprise, then, that Hadley
did not reject free markets for corporatism. Even Adams (1887, 57–59) carefully advocates
state regulation only in industries (like railroads) characterized by increasing returns to scale.
In agriculture (decreasing returns) and most manufacturing (constant returns),Adams eschews
intervention.
33. The neoclassical policy era, which we may loosely characterize as running from 1890
into the 1960s, was conﬁdent in the state’s willingness and ability to remedy market failures.
OnlywithRonaldCoase(1960)andJamesBuchananandGordonTullock(1962)didtheAmer-
ican profession revisit the late-classical belief that government cures may be worse than market
diseases. Clark’s preference for potential competition is inﬂuenced by his worry that monopoly
price regulators are placed “in positions that [offer] the maximum inducement for corruption”
(1900b, 189). Clark (1902, 559) also worries whether labor arbitrators are competent to deter-
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261). There is limited evidence that Clark regarded large-scale manu-
facturing and industrial combination as permanent features of the new
economic landscape. Butbecause Clark does notident ify ﬁrm size or
market structure with pricing behavior, he does not interpret this trend as
suspending competition, nor as requiring state administration of goods
markets. If “competition,” in the sense of many small ﬁrms, were less
common, competition in the sense that matters for Clark—rivalry forc-
ing prices to competitive levels—is still present. As long as the new be-
hemoths are disciplined to price competitively by potential competitors,
Clark’s policy recommendation is “hands off...competition,” a regula-
tory approach he calls “a new and higher type of laissez-faire” (1897,
600).
Of all the dynamic changes that perturb static outcomes, Clark
thought innovation was the most important. Clark is emphatic that com-
petition is more innovative than monopoly. A corporatist wants to sup-
plant competition, and would reject Clark’s view that monopoly, private
and public, is “the gravest menace which hangs over the future of eco-
nomic society” (1907, 559). Clark limits the state’s role to ensuring dy-
namic competition, not to supplanting it, which it could not successfully
do in any event. And preserving dynamic competition requires, at most,
a minimalist antitrust policy—policing anticompetitive practices. Clark
sees the innovation from competition as the sole guarantor of material
progress, the “sine qua non of any hopeful outlook for the future of
mankind” (1914, 7). With respect to goods markets, a less corporatist
position is hard to imagine.
On industrial relations, Clark is more interventionist than he is with
goods markets, although he could hardly be less. Clark’s labor policy
stance arises from his asymmetric treatment of goods and labor markets.
Where potential competition in goods markets drives output prices to the
competitive level, potential competition in labor markets (a permanent
armyofunemployed)candrivewagesbelowthecompetitivelevel.Clark
does not say by how much he thinks actual wages fall below competitive
wages, or how often unfair wages occur, although his limited remarks
(1913) regard legal minimum-wage proposals as well above marginal
productand t hus unfair, wrongheaded, and dangerous.
Clark on labor arbitration is more complicated. For Clark, arbitra-
tion is justiﬁed because (if successful) it ameliorates the social costs of
strikes, lockouts, and other labor conﬂict. In this sense, Clark does imag-
ine policy intervention as accomplishing what unions and management,Leonard / Clark as a Pioneering Neoclassical Economist547
left to themselves, cannot. But Clark’s objection is not to competition in
labor markets, but to what he sees as the social costs of collective bar-
gaining, what today we call bilateral monopoly. In Clark’s view, the task
of labor arbitration is not merely to determine fair wages, to stand in for
market wage determination. He also envisions fair wages as a means of
protecting the public from the costs of labor conﬂict.
Clark’s advocacy of labor arbitration is a consequence of his ambiva-
lence toward unions, which, in turn, derives from his asymmetric the-
oretical treatment. It is only because wages can fall below their com-
petitive rate (where output prices generally cannot), that Clark sees
social value in unions. The obverse risk of union monopoly leads Clark
(1902, 565) to empower arbitration courts to police anticompetitive con-
ductby unions, t o ensure t hatunions “don’tbuild a fence aboutit s ﬁeld
of labor and arbitrarily [exclude] men who have a natural right to en-
ter it.” Arbitration courts, says Clark, should “invoke that common-law
principle...th a tmonopoly is everywhere contrary to public welfare”
(565).Clark’sarbitrationcourtsdonotmerelydeterminefairwages;they
also are charged with protecting consumers, and with a kind of antitrust
enforcement—a task of promoting labor competition, not of supplant-
ing it.
It is clear that, on labor arbitration, Clark is more interventionist than
elsewhere. What is harder to determine is whether Clark proposes labor
arbitration in spite of or because of his theory. Did Clark regard unreg-
ulated labor markets as hopelessly inefﬁcient, so that, in practice, his
arbitration policy is more interventionist than his theory might suggest?
Or was Clark’s arbitration policy the product of his asymmetric theory,
which demanded some mechanism for encouraging unions while simul-
taneously preventing unions from overstepping their useful bounds?The
evidence, I think, is inconclusive.
What I see is a theorist’s vanity, or perhaps naïveté. A hint is pro-
videdbythefactthatClark’sarbitrationrulingsarenotlegallybinding—
complianceisstrictlyvoluntary.Clarkseemstohavehopedthattheforce
of a determinate standard of fairness would offer a natural solution to
labor conﬂict. The public would seize upon fair wages, and hold both
part ies t o account(1907, 494). This was probably naive, butitis consis-
tent with one of Clark’s most enduring legacies: his analytical approach
to the ethics of distribution.
“Itisinteresting,”saidPaulHoman(1928,92),commentingonClark,
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end up on a note of government regulation.” It is only interesting if
one regards Clark’s theory as laissez-faire, which it is not. A partisan of
laissez-faire argues: whatis, is fair. 34 Clark, in contrast, argues: competi-
tive prices and wages are fair. Hands off when they obtain, and hands on
when they don’t. A cautious willingness to use the state as an agent for
promoting competition is, in fact, a hallmark of neoclassical economics,
and distinguishes it from laissez-faire and corporatism alike.
5. TheAcademic Progressive’s Impulse
to Lead Social Reform
We have thus far avoided an attempt to deﬁne the term Progressive.And
with some cause. The Progressive reform coalition included nativists,
Social Gospelers, prohibitionists, muckrakers, birth-control advocates,
eugenicists, charity reformers, settlement house workers, paciﬁsts, city-
beautifuladvocates,andconservationists.Withsuchaneclecticmix,itis
nosurprisethatpeoplelabeled“Progressive”routinelydisagreedonmat-
ters such as immigration, especially racially motivated immigration re-
strictions, birth control, the appropriate family structure, the FirstWorld
War, eugenics, and whether women’s interests were best secured by pa-
ternalist legislation or by full legal equality. (See Davis 1967.) What
united the Progressives was substantive agreement on the cause of la-
bor reform through legislation, and methodological agreement on what
Linda Gordon (1992, 36) calls the “progressive traditions of statism and
belief in expertise.”
Progressives shared a faith in (1) the power of social science to de-
termine the root causes of social problems, (2) the efﬁcacy of scien-
tiﬁc management techniques in ameliorating the problems explained by
social science, and (3) the ability of a technocratic band of experts to
suspend their own interests and to circumvent (or better, transcend) the
messy business of everyday interest-group politics.The “labor problem”
uniﬁedProgressivessubstantively,andastatist“cultofexpertise”uniﬁed
them methodologically.
Perhaps no group better embodied this combination than American
Progressive political economists. The Progressive impulse to form an
34. Few Progressive-Era scholars, “old-school” economists included, advocated a policy
of radical laissez-faire. Even William Graham Sumner, the bête noire ofAmerican Progressive
economists, and the stock villain of later historical accounts, said that “laissez-faire is a maxim
of policy. Itis nota rule of science.” Laissez-faire, said Sumner, is a “general warnin g...n o t
an absolute injunction” (quoted in Fine 1956, 88).Leonard / Clark as a Pioneering Neoclassical Economist549
expert vanguard of scholars actively setting the world to rights was pow-
ered by a potent combination—German academic social activism, and
the Social Gospel’s evangelical will to remake society.
Soon after its founding, the young AEA transformed itself from an
agency of Christian social reform into a more scholarly and scientiﬁc
professional organization (Coats 1960). But the core belief in academic
activism for social reform—what Mary Furner (1975) calls “advoca-
cy”—did notdisappear; inst ead, itrelocat ed. Reform-mindedAmerican
economists, perhaps wiser after the academic-freedom trials at the end
of the nineteenth century, founded activist organizations outside univer-
sities to conduct research on the labor problem and to lobby, advocate,
and rake muck. Labor reform lay att he heartof t he Progressive agenda,
as did the idea of an expert technocratic vanguard to promote the reform
agenda.
Perhaps the most important of the reformist organizations were the
National Consumers League (NCL) and the American Association for
Labor Legislation (AALL).Ann Shola Orloff andTheda Skocpol (1984,
726) call theAALL the “leading association of U.S. social reform advo-
cates in the Progressive Era.” Mostly forgotten today, the AALL was a
key labor-reform pressure group. It was extremely inﬂuential in effect-
ing Progressive-Era reforms—workplace safety laws, minimum wages,
limited hours, and, in time, unemployment, health, disability, and old-
age insurance.
The AALL was founded in December 1905 at the Baltimore AEA
meetings, principally by two of Gustav Schmoller’s students, Henry Far-
nam ofYale and Adna F. Weber of the NewYork Bureau of Labor Sta-
tistics (Rodgers 1998, 236). The ﬁrst group meeting was in early 1906.
Ely was theAALL’s ﬁrst president, and Commons was its ﬁrst executive
secretary. The latter position was soon taken over by Commons’s pro-
tégé John B. Andrews, who led the organization for many years, over-
seeing its transformation from scholarly muckraking shop to politically
powerful pressure group. Irene Osgood (who became Irene Osgood
Andrews), another Commons disciple, served as the AALL’s assistant
secretary.
Henry Rogers Seager was involved from the very beginning, serving
as its third and ﬁfth president (Commons was the second to hold the
AALL presidency). Isaac Rubinow was an important AALL leader dur-
ing the Progressive Era, as was Charles Henderson, a sociologist from
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active leadership of the AALL was dominated by academic political
economists.35 Daniel Rodgers (1998, 253) describes theAALL roster of
Progressive economists as “virtually an alumni reunion from the Ger-
man university connection.”
TheAALL’s leadership constitutes a duty roster of ProgressiveAmer-
ican political economists.Among Progressives, it is hard to ﬁnd one im-
port antacademic polit ical economistwho did notserve as anAALL of-
ﬁcer, or on its general administrative council. The AALL also induced
some academic economists less squarely in the Progressive camp, such
as Frank Taussig, to lend their names to the masthead. John Bates Clark,
as best I can tell, is completely absent.36 The mosteminentAmerican
political economist of the day clearly would have made a desirable ad-
dition to the AALL masthead. But Clark was apparently unwilling to
lend his name, even for a purely ceremonial title. It was not a matter
of ivory-tower aversion to public affairs. Clark was vigorously engaged
in the issues of the day, regularly writing for popular outlets and ulti-
mately abandoning economic theory for the cause of preventing war.
The AALL mission embodied the Progressive economist’s impulse to
social activism, and theAALL leadership roster, at one time or another,
boasted virtually all of them. Clark’s absence is telling, and places him
apart from the economists who led the AALL: Ely, Seager, Commons,
theAndrewses, Rubinow, and others.
6. Conclusion: Clark’s Progressive Credentials
In many respects, Clark was a man of his time. He was among the very
ﬁrstAmerican students of political economy to receive graduate training
35. The NCL, led by the indomitable Florence Kelley, was less academic, was run by
women, and was more skillful politically (Rogers 1998, 236).The NCL was assembled of local
consumer leagues that originally advocated voluntary labor reform via consumer education:
raising the consciousness of genteel consumers of ladies garments produced under sweated
conditions, using NCL labels (rival to the Union label) that certiﬁed satisfactory work condi-
tions. Florence Kelley herself came around to the idea of a legally enforced minimum only
in 1908, at an international consumers’league conference in Geneva (Rogers 1998, 238). The
NCL tapped the network of Progressive economists in mostly ceremonial positions as “advi-
sors” or board members. Commons was president of the NCL from 1923 to 1935. Seager,A. B.
Wolfe of Oberlin College, and Arthur Holcombe of Harvard were members of the NCL min-
imum wage committee as early as 1909 (Hart 1994, 209 n. 94). Ely and Father John Ryan of
Catholic University were active participants.
36. In the modern secondary literature on theAALL, Clark is also invisible. He merits but
a single mention in Moss 1996, and Clark is entirely absent from Skocpol’s (1992) extensive
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in the historicist method and state socialism from the German econo-
mists. Clark’s religious feeling ran deep at a time when nearly all main-
line Protestant churches preached a creed of legislated “living wages”
for all workers, along with restricted hours and a host of other legal la-
bor reforms (Bateman and Kapstein 1999, 255). Clark was a force in
the founding of theAEA, even if he didn’t completely share Ely’s vision
of the AEA as an American Verein für Sozialpolitik, and even if he led
the committee to tone down Ely’s daring anti-laissez-faire statements of
principle.37 Clark’s favorite student was the outré Veblen.
Columbia, Clark’s ﬁnal and longstanding academic home, was a lo-
cus of reformist political economy and Progressive sentiment. The two
members of Columbia’s faculty of political and social science before
Clark,RichmondMayo-Smith(1854–1901)andE.R.A.Seligman,were
members of the original AEA insurgency, and were prominent reform-
ers.ColumbiaalsoboastedHenryRogersSeager,SamuelMcCuneLind-
say (himself a Progressive-Era president of the AALL), and charity re-
former EdwardT. Devine, head of the NewYork School of Philanthropy,
another AALL stalwart. This milieu notwithstanding, Clark was not a
Progressive in the way that Seager was, to say nothing of Ely, Commons,
John B.Andrews, and Webb.38
Clark,likemanyofhiscohort,wasdescendedfromalonglineofmin-
isters, himself considered the ministry, and attended college (Amherst)
inanerawhentheclericsstillruled,andwhenpoliticaleconomywasor-
dinarily t aughtas an adjunctt o moral philosophy. Clark may even have
shared with Ely and Commons the Social Gospel’s millenarian goal of
bringing forth, via social change, heaven on earth (Everett 1946). But,
if so, Clark had a different view of the appropriate agent of deliverance,
which is why itis hard t o imagine Clark saying, as Ely did, “God works
through the State in carrying out his purposes more universally than
through any other institution” (quoted in Fine 1956, 180). If anything,
Clark sees the hand of divinity as did the Scottish classical tradition:
37. Inaletterdated23June1885,ElyconﬁdestoSeligmanthat“theideaoftheA.E.A.isto
accomplish inAmerica whatt he VereinfürSocialpolitik has done in Germany—notnecessarily
accepting all the doctrines of the Germans” (Dorfman 1941, 281).
38. The labels employed to capture the intellectual differences discussed in this essay are
less important than the actual arguments for those differences. In this sense, it is possible
to characterize Clark, as does Dorothy Ross (1991, 174–75) as a “right-progressive,” to be
carefully distinguished from “left-progressives,” such as Ely, Commons, and Seager. My own
view is that the term neoclassical better captures the speciﬁc ways in which Clark’s economic
thought and his moderate reform agenda depart from his more radical Progressive peers.552 History of Political Economy 35:3 (2003)
providential design manifesting itself in the relatively harmonious way
in which competition works to promote good social outcomes. Clark
prefers a natural-law curative to the heavy hand of an overambitious
state, which he likens to the iatrogenic physician who wants to treat a
bad liver with calomel (a mercury-based emetic) and bleeding:
In such a case pill and lancet carry the day. Similar results follow on
a large scale when some men have violentcures for social diseases,
andwesuggestnoalternativeexceptwaitinganddependingonnature.
And yet nature is all-powerful. There is no cure of disease, individual
or social, that does not come through the action of her forces. (1897,
592; emphasis in original)
Clark’s faith in and preference for patience and “natural cures” is inimi-
cal to the Progressive creed—a creed that envisions a technocratic elite
guiding a compliant and benevolent state to effect social outcomes oth-
erwise unobtainable. Clark shared the Progressives’ religious idealism
and their moral earnestness, but he did not entirely share their econom-
ics, nor their view of what constitutes the social good, nor their view of
which economic policies best promote the social good.
John Bates Clark’s thought is too important to be glossed as an apol-
ogy for laissez-faire capitalism, and the old caricature is giving way. But
a more realistic portrait need not elide the differences between Clark
and his Progressive peers. There are, of course, many resemblances to
be found between the Progressives’political economy and Clark’s own.
The era’s eclectic and tolerant political economy, with its permeable in-
tellectual boundaries, almost ensures broad areas of overlap.
Still, the differences tell. Clark is a pivotal ﬁgure during a period
when the emerging American branch of the profession is up for grabs.
In proposing competitive prices as a normative benchmark, Clark gives
American economics an analytical approach to the ethics of distribu-
tion. Critics vigorously questioned both the practicability of determin-
ing labor’s marginal productand t he fairness of marginal-productwages.
Economists as different as J. Laurence Laughlin, Taussig, Frank Fetter,
and Veblen thought that marginalist theory was too abstract.
But Clark’s distribution ethics offered a theoretically anchored mid-
dle way between radical laissez-faire and socialism. Progressive politi-
cal economy did not. In part, this was because many Progressives, in re-
jecting Clark’s view of ideally competitive markets as socially best, also
rejected the need for a middle way. In addition, Progressive economists,Leonard / Clark as a Pioneering Neoclassical Economist553
with no analogue to Clark’s competitive-price normative benchmark,
lacked determinate policy goals for intervention. “More for labor” does
not say when labor has enough, nor obviously constrain intervention.
In this sense, Clark’s middle-way policy approach is strategic: it co-
opts the reform impulse of the Progressives, while simultaneously and
determinately delimiting the scope of policy intervention.When, around
the time of Clark’s death in 1938, American neoclassical economics is
importing the more mathematical Continental tradition, marginalism
andtheoreticalabstractionceasetobeprofessionalliabilities,andClark’s
policy approach becomes more entrenched.This difference in policy ap-
proach, among the many others, may help explain the divergent paths
of Progressive economics, which was a spentforce by t he 1930s, and
neoclassical economics, which has been ascendant for more than sixty
years.
There is in Clark no algebra, and no reﬂexive assumption of max-
imization. What’s modern in Clark is his faith in the virtues of com-
petitive markets, his marginalist approach to price and wage determi-
nation, his aspiration for generality in economic theory, his elevation of
a benchmark competitive ideal to which markets and policy should as-
pire, and his innovative approach to regulation, which I have argued is
best characterized as one of market-failure remedy, especially the rem-
edy of promoting more and better competition. In these respects, Clark
is nota Progressive, butan early precursor of t heAmerican neoclassical
ascendancy.
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